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ISSUE  DEFINITION 

In  the  last  several  years  major  attention  has  been  given 
to  the  financial  conditions  of  public  employee  retirement  systems. 
Pension  benefits  are  an  important  part  of  state  spending  and 
the  costs  of  financing  them  are  growing  faster  than  many  other 
governmental  expenditures.  Many  of  these  financial  problems 
started  because  retirement  boards  did  not  set  aside  enough  money 
to  pay  past,  present  and  future  benefits.  This  has  forced  state 
legislatures  to  appropriate  additional  revenues  to  keep  them 
from  going  bankrupt. 

Closely  related  to  this  funding  problem  are  the  abuses 
that  are  occuring  in  certain  provisions  of  state  retirement 
laws.  Public  officials  are  especially  concerned  about  the  number 
of  people  who  have  been  granted  disability  pensions  after  filing 
work  related  injuries.  Traditionally  this  benefit  is  more  generous 
than  others,  paying  a  higher  monthly  sum  for  longer  periods 
of  time. 

The  Massachusetts  Retirement  System  has  also  experienced 
the  same  financial  difficulties.  Rapidly  rising  costs  have 
forced  the  state  Legislature  to  appropriate  additional  revenues 
to  supplement  normal  operating  expenses.  If  these  appropriations 
were  not  made,  it  is  conceivable  that  the  money  collected  for 
future  retirees  would  have  had  to  been  used  just  to  pay  current 
benefits. 

More  significantly,  a  portion  of  these  rising  costs  are 
attributed  to  increased  claims  for  accidental  disability  retirement. 


Figures  show  that  10%  of  all  retired  state  employees  receive 

this  type  of  benefit.   However,  they  accounted  for  nearly  33%, 

a  third,  of  all  retirement  payments  in  the  Commonwealth. 1 

In  fact,  the  average  accidental  disability  pension  is  generally 

50%  greater  than  the  average  normal  retirement. ^ 

METHODOLOGY 

The  topic  of  the  Profile  Brief  was  suggested  by  an  inquiry 
received  by  the  Legislative  Service  Bureau.  The  request  asked 
if  any  states  had  ammended  their  accidental  disability  statutes 
to  include  examination,  re-examination,  and  rehabilitation  provisions 
for  their  public  employees,  and  whether  they  awarded  partial 
disability  payments  or  established  preventive  medicine  programs. 
Studies  on  the  Massachusetts  Retirement  System  were  first  examined 
and  data  revealed  two  problem  areas:  (1)  the  state's  large 
unfunded  liability,  that  is,  the  difference  between  the  amount 
that  is  on  hand  and  the  amount  that  is  needed  to  pay  retirement 
benefits,  and  (2)  loopholes  that  exist  in  the  state's  accidental 
disability  retirement  law. 

To  investigate  these  problems,  the  Profile  Brief  was  divided 
into  three  parts.   The  first  discusses  the  history  of  the  Mass- 


1-House  No.  1:   The  Governor's  Budget  Recommendations  for  Fiscal 
Year  1985.   "Budget  Recommendations:   Administration  and  Financ- 
es-Employee Benefit  Administration,  Pensions,"   Vol.  I, 
January  25,  1984,  p.  59. 

^Senate  Ways  and  Means.  Senate  No.  2200,  Policy  Report  No.  2: 
Disability  Pensions:  Prevention  and  Rehabilitation,  June, 
1984,   p.  4-16. 


achusetts  Retirement  System,  its  unfunded  liabilty,  and  the 
measures  that  have  been  taken  to  correct  it.  Next,  the  state's 
accidental  disability  retirement  provisions  are  presented. 
Past  legislative  changes,  future  recommendations,  and  legislation 
filed  for  the  1984  session  are  discussed  in  the  section.  Finally, 
federal  and  state  laws  were  included  to  illustrate  evolving 
nationwide  trends.  A  comparative  survey  was  made  to  show  what 
other  states  have  done  to  reduce  the  number  of  claims  for  this 
type  of  benefit. 

Twenty-five  states  were  contacted  during  the  survey.  It 
was  undertaken  to  identify  if  any  of  them  had  established  preventive 
medicine  programs  and  ammended  their  disability  laws  to  include 
examination,  re-examination,  rehabilitation,  and  partial  disability 
provisions.  For  each  state,  the  agency  that  was  comparable 
to  the  Massachusetts  Public  Employee  Retirement  Administration 
was  contacted  and  an  appropriate  staff  member  was  asked  to  answer 
these  questions: 

1.  Under  your  state's  retirement  laws,  are 
physical  examinations  required  before  a 
future  state  employee  can  be  accepted 
for  employment? 

2.  Are  there  any  statutes  mandating  state 
workers  to  undergo  periodic  medical 
evaluations  during  their  occupational 
careers? 

3.  Has  the  legal  definition  of  "disability" 

been  ammended  to  include  "partial  disability"? 

4.  Does  your  accidental  disability  retirement 
law  authorize  an  injured  state  worker  to 

be  retrained  by  some  type  of  rehabilitation 
service? 


5.   Have  any  state  agencies  started  preventive 
medicine  programs  for  their  employees? 

Data  used  in  the  study  were  primarily  taken  from  reports 
of  the  state  pension  system  for  public  employees.  This  information 
includes  employees  who  receive  benefits  from  the  State  Board 
of  Retirement.  In  one  instance,  material  from  the  State  Teacher's 
Board  of  Retirement  was  used.  Other  groups,  such  as  municipal, 
authority  and  public  safety  employees,  are  exluded. 

The  state  figures  were  chosen  for  two  reasons:  the  number 
of  retirement  systems  in  the  Commonwealth  and  the  availability 
of  data.  Overall  there  are  105  retirement  systems  in  the  state. 
To  include  information  on  all  of  these  systems  would  overwhelm 
the  format  of  the  study.  Instead,  these  figures  were  used  to 
represent  the  state  as  a  whole. 

Finally,  certain  retirement  statistics  were  difficult  to 
obtain.  Over  the  years  retirement  boards  have  not  kept  detailed 
records  on  the  numbers  of  pensions  they  have  granted.  Recent 
attention  given  to  this  problem  has  illustrated  the  inadequacy 
of  past  record  keeping.  In  some  instance  the  only  available 
data  were  several  years  old.  At  other  times  there  simply  was 
no  available  information. 
HISTORY 

Massachusetts  has  a  single  pension  law  which  covers  teachers 
and  state  and  local  government  employees.  It  developed  from 
a  number  of  separate  and  disparate  local  and  state  plans.  Boston 
policemen  were  the  first  public  service  group  to  be  offered 
benefits  in  1878  which  provided  them  with  one  third  of  final 


salary  after  fifteen  years  or  if  disabled  in  the  line  of  duty. 
Two  years  later  firemen  were  granted  pensions  entitling  them 
to  half  pay  at  age  fifty-five  after  twenty-five  years  of  service. 
However,  if  injured  on  the  job,  the  person  received  two-thirds 
of  their  pay. 

In  1895  judges  were  allowed  to  receive  three-quarters  of 
their  final  pay  at  age  seventy.  Five  years  later  Boston  teachers 
were  awarded  their  own  retirement  rights.  Their  plan  was  unique 
from  the  others  because  they  were  required  to  contribute  to 
a  Retirement  Fund  Association  known  as  the  M180  Fund". 3  Prior 
to  this  time  retirement  systems  were  non-contributory,  that 
is  an  employer  paid  for  an  employee's  benefit. 

A  Special  Commission  on  Old  Age  Pensions  was  established 
in  1907  to  study  municipal  retirement  policies.  This  group 
issued  a  report  in  1910  rejecting  the  recommendation  that  the 
State  should  adopt  a  compulsory  retirement  system  covering  all 
Massachusetts  residents.  It  did,  however,  propose  guidelines 
for  state  and  local  pension  benefits. 

The  Commission  also  recommended  that  employees  begin  paying 
for  their  own  retirement.  These  new  plans  were  called  money 
purchase  systems.  Workers  were  required  to  contribute  a  certain 
percentage  of  their  pay  which  was  matched  by  a  payment  from 
their  employer. 


^Robert  Tilove.   Public  Employee  Pension  Fund.   New  York:   Columbia 
University  Press,  1976,  p.  318. 


Uniformity  was  achieved  in  1945  when  various  retirement 
procedures  were  codified  into  a  single  law.  The  legislation 
ended  the  money  purchase  system  and  created  a  benefit  that  was 
based  on  total  earnings.  Four  years  later  this  requirement 
was  changed  to  final  average  salary.  Additional  changes  were 
made  in  1951.  These  amendments  became  the  basis  of  Massachusetts 
present  retirement  law  (See  Table  I). 


TABLE  I 


SELECTED  STATUTORY  REFERENCES 


Chapter  10,  Section  10 
of  the  Massachusetts 
General  Laws 


Authorization  for  the 
State  Board  of  Retirement. 


Chapter    32   of   the 
Massachusetts   General   Laws 


State    Retirement    System 


Chapter    32,    Section    94   of 

the  Massachusetts   General   Laws 


Heart  presumption  of 
health  impairment  in 
line  of  duty  resulting 
in  disability  of  fire, 
police  and  correction 
officers . 


Chapter    32,    Section    100 
of    the  Massachusetts 
General   Laws 


Pensions     for     widows 
of   fire,    police   and 
correction     officers 
killed    in    performance 
of    their   duties. 


Chapter  32,  Section  101 
of  the  Massachusetts 
General  Laws 


Allowance     for    widows 
of  disabled  public  employees 


Chapter  32,  Section  102 
of  the  Massachusetts 
General  Laws 


Cost  of  living  adjustment. 


SOURCE;   Massachusetts  Auditor's  Office.   Report  on  the  Examination 
of  the  Accounts  of  the  State  Board  of  Retirement. 

Number 


January  1,  1978 
80-7-S-88,  p.  3. 


to  December  31,  1978.   Report 


MASSACHUSETTS  RETIREMENT  SYSTEM 

Today  the  Massachusetts  Retirement  System  is  a  contributory 
plan  where  employees  and  their  governmental  employers  both  pay 
for  benefits.  For  example,  a  worker  contributes  a  percentage 
of  their  gross  salary  to  an  annuity  savings  fund.  Those  hired 
before  January  1,  1975  give  5%;  a  person  employed  after  that 
time  pays  7%.  This  amount  is  invested  and  the  earnings  from 
the  investment  are  credited  to  the  contributor.^ 

When  a  person  retires,  their  account  is  transferred  to 
an  annuity  reserve  fund  which  pays  for  about  10%  of  the  total 
benefit;  the  employer  pays  the  remaining  90%  from  its  pension 
fund. ^  The  payment  is  made  to  make  up  the  difference  between 
the  annuity  held  in  reserve  and  the  earned  retirement  benefit. 

There  are  four  types  of  benefits:  superannuation  or  a 
normal  retirement,  ordinary  disability  retirement,  accidental 
disability  retirement  and  survivors.  Benefit  amounts  are  set 
by  law  and  depend  on  several  criteria:  age,  length  of  service, 
job  classification,  type  of  retirement,  and  final  salary.  Normal 
retirement  benefits  are  calculated  on  a  percentage  of  final 
average  salary  multiplied  by  the  number  of  years  of  service. 


^Senate  Ways  and  Means.  Senate  No.  2100.  "Policy  Report  No.  1: 
Massachusetts  Public  Employee  Retirement  System,"  Vol.  1, 
June,  1983,  p.  4-2. 

^State  Auditor's  Report  on  the  Activities  of  the  State  Board 
of  Retirement  and  the  Teacher's  Retirement  Board,  January 
1,  1980  to  January  30,  1982,  p.  3. 
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Retirement    age,    for    the    most    part,    is    sixty-five   with   certain 
exceptions    in   different   occupations. 

Ideally,  contributions  should  be  made  and  a  retirement 
fund  should  grow  on  schedule  conforming  to  future  economic  pro- 
jections. However,  this  is  impossible.  Rising  costs  have  forced 
the  Massachusetts  Legislature  to  make  additional  appropriations 
to  keep  the  system  operating.  For  example,  in  1979,  retirement 
benefits  cost  $115.0  million.  By  1983,  these  expenditures  are 
expected  to  increase  by  51%  to  an  estimated  $173.2  (See  Table 
II). 


TABLE  II 


PUBLIC  EMPLOYEE  RETIREMENT  COSTS 


PUBLIC       NUMBER  OF      COST  STATE  SHARE       AVERAGE  PENSION 
EMPLOYEES  *    RETIREES 


1979  24,743  $115. OM  $4,646 


1980  26,148  127.4  4,871 


1981         29,484  140.6  4,769 


1982  31,569  153.6  4,867 


1983         32,500  (est.)      173.2(est.)  5,329(est.) 


%  CHANGE      31.4%  50.6%  14.7% 


SOURCE;   House  No.  It   The  Governor's  Budget  Recommendations 
for  Fiscal  Year  1985,  p.  58. 
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OHFUHDBD  LIABILITY 

A  retirement  system  is  expected  to  pay  benefits  when  they 
are  due.  When  it  cannot  and  must  borrow  money  from  an  additional 
source  the  system  is  said  to  have  an  unfunded  liability.  This 
represents  the  difference  between  the  money  that  is  on  hand 
and  the  amount  that  is  needed  to  pay  present  and  future  retirees. 
A  1982  study  estimated  that  in  1976  the  State's  overall  unfunded 
liability  was  $7.64  billion.  Three  years  later  this  figure 
increased  by  19%,  a  little  less  that  $2  billion,  to  $9.13  billion.6 

Massachusetts  unfunded  liability  is  viewed  as  a  major  factor 
contributing  to  the  State's  low  credit  rating.  To  finance  their 
programs,  states  sell  bonds  as  a  means  to  borrow  money.  When 
these  are  issued  a  credit  rating  is  assigned  to  show  investors 
any  financial  problems  associated  with  the  investment.  If  a 
high  rating  is  given,  the  bond  is  considered  safe  to  invest 
in.  A  low  rating  indicates  a  certain  amount  of  risk  is  associated 
with  their  purchase.  As  a  result,  higher  interest  rates  must 
be  offered  to  attract  potential  buyers. 

Two  investment  services  have  rated  Massachusetts  bonds 
as  some  of  the  worst  in  the  nation  (See  Table  III).  Moody's 
has  assigned  an  AI ,  while  its  counterpart,  Standard  and  Poor 
an  AA-.   These  ratings  force  a  state  to  offer  higher  interest 


^Massachusetts  Retirement  Law  Commission:  Analysis  of  Retirement 
Through  1980  by  Types  of  Retirement.  Boston.  William  M.  Mercer 
Company,  Inc.,  1982,  p.  20. 
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rates  to  attract  investors.  It  therefore  must  pay  more  than 
other  states  when  borrowing  money. 

In  addition  to  its  unfunded  liability  the  State  faces  another 
fiscal  problem.  Certain  retirement  boards  have  been  borrowing 
money  from  the  portion  of  earnings  on  employee  contributions 
and  spending  it  on  current  expenses.  During  FY  1981,  $123  million 
was  taken  from  employee  accounts. ^  The  revenue  was  originally 
collected  for  investment  purposes.  Fiscal  analysts  view  this 
practice  skeptically.  Eventually  any  revenues  that  are  borrowed 
must  be  paid  back. 

A  financial  plan  must  be  adopted  that  will  amortize  or 
gradually  reduce  an  unfunded  liabilty.  There  are  two  methods 
commonly  used  in  the  public  and  private  sector.  One  is  called 
the  Current  Disbursement  Method  and  is  generally  referred  to 
as  the  pay-as-you  go  way.  Under  this  type  of  system  an  employer 
contributes  to  an  employee's  share  only  what  is  necessary  to 
pay  the  benefit  at  the  time  it  is  needed  to  be  paid.  The  other 
called  the  Funding  Method,  requires  an  employer  to  contribute 
a  certain  amount  of  money  to  match  the  projected  cost  of  the 
benefit.  The  difference  between  the  two  is  that  retirement 
benefits  are  paid  for  in  advance  before  a  person  retires  when 
the  funding  method  is  used. 


^Senate  Ways  and  Means.   Senate  No.  2100,   "Policy  Report  No.  1 
Massachusetts  Public  Employee  Retirement  System,"  Vol.  I, 
June  1983,  p.  4-2 
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TABLE  III 


STATE  BOND  RATING 


MOODY'S  RATING 


Aaa 


STANDARD  &  POOR'S  RATING 


AAA 


Georgia 

Illinois 

Maryland 

New  Jersey 

North  Carolina 

Oklahoma 

South  Carolina 

Tennessee 

Texas 

Utah 

Virginia 

Aal 
Maine 
Montana 
New  Mexico 


Illinois 

Maine 

Missouri 

New  Jersey 

North  Carolina 

South  Carolina 

Texas 

Utah 

Virginia 


AA+ 


California 


Tennessee 


West  Virginia 


SOURCE:  Senate  Ways  and  Means.  Senate  No.  2100,  "Policy  Report 
No.  1:  Massachusetts'  Debt  Policy  and  Crediting  Rating" , 
Vol.  1,  June,  1983,  p.  4-22. 
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STATE  BOND  RATING 


Aa 


AA 


Alabama 

Alaska 

California 

Connecticut 

Delaware 

Florida 

Hawaii 

Kentucky 

Louisiana 

Minnesota 

Mississippi 

Nevada 

Ohio 

Rhode  Island 

Vermont 

Wisconsin 


Alabama 

Delaware 

Florida 

Georgia 

Hawaii 

Kentucky 

Louisiana 

Minnesota 

Montana 

Nevada 

New  Mexico 

Ohio 

Oregon 

Wisconsin 


Al 


AA- 


MASSACHUSBTTS 

Oregon 

West  Virginia 

Rhode  Island 


Alaska 

Connecticut 

MASSACHUSETTS 

Mississippi 
Washington 


New  York 

Pennsylvania 

Washington 

Baal 

Michigan 


A+ 

Michigan 
New  York 
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FIMANCIMG 

Although  Massachusetts  has  modified  the  way  it  finances 
its  retirement  system  the  State  essentially  operates  on  a  pay-as- 
you-go  basis.  Benefits  are  paid  from  the  employer's  pension 
fund  and  an  employee's  trust  account.  Each  year  the  Legislature 
makes  an  annual  appropriation  to  reduce  the  unfunded  liability. 
Chapter  32,  Section  22  (3)(d)  requires  that  this  money  be  the 
difference  between  the  amount  the  pension  fund  needs  to  pay 
certain  pension  payrolls  and  the  amount  available  in  the  pension 
fund. 8  However,  a  special  fund  was  established  to  offset  future 
costs. 

In  1977,  the  Legislature  passed  Chapter  363A  of  the  Acts 
and  Resolves.  The  legislation  created  a  pension  reserve  fund 
to  reduce  its  unfunded  liability.  Initially,  $10  million  was 
appropriated  from  the  General  Fund  for  Fiscal  Year  1978.  In 
addition,  Chapter  138,  Section  21,  Paragraph  (2),  of  the  General 
Laws  dedicates  16.7%  of  the  alcoholic  beverage  tax  to  this  fund 
to  pay  future  costs  of  the  State  Employees  and  Teachers  Retirement 
System.  It  has  been  estimated  that  this  yielded  $28  million 
in  fiscal  year  1981  and  1982. 9 


^State  Auditors  Report  on  the  Activities  of  the  State  Board 
of  Retirement  and  the  Teacher's  Retirement  Board 
January  1,  1980  to  June  30,  1982,  No.  83-09-5015,  p.  13. 

^State  Auditor's  Report  on  the  Activities  of  the  State  Board 
of  Retirement  and  Teacher's  Retirement  Board.  January  1,  1980 
to  June  30,  1982,  p.  10. 
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The  Legislature  recommended  a  forty  year  funding  schedule 
for  the  Pension  Reserve  Fund.  In  its  first  year  of  operation, 
fiscal  year  1981,  $126  million  was  supposed  to  have  been  appropr- 
iated, increasing  to  $160  million  the  following  year.1^  Recently, 
the  State  Auditor's  Office  examined  the  State  Retirement  Board 
and  the  Teacher's  Retirement  Board.  It  found  that  the  state 
has  failed  to  comply  with  the  recommended  forty  year  funding 
schedule.  The  actual  dollar  amount  funded  was  $28  million, 
$258  million  less  than  what  was  originally  called  for.  As  a 
result,  the  two  boards'  unfunded  liability  grew  from  $4.3  billion 
in  1979  to  $4,677  billion  by  June  30,  1982. 1]- 
CHAPTER  32,  SECTION  7,  MASS.  DISABILITY  RETIREMENT 

Chapter  32,  Section  7,  is  Massachusetts'  law  that  governs 
accidental  disability  retirement.  Under  the  purview  of  this 
law  a  person  can  retire  on  the  following  conditions: 


a  person  is  injured  and  becomes 
"totally  and  permanently"  incapacitated 
before  reaching  retirement  age  while 
working  on  the  job. 


the  injury  is  reported  within  two  years 
of  the  date  it  occurred. 


-  the  injured  party  is  examined  by  a 
regional  medical  panel. 


10 


State  Auditor's  Report,  p.  9 


llnPress  Release".   State  Auditor's  Office,  June  28,  1983,  p.  1 
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-  the  claim  is  reviewed  by  public  employees 
retirement  administration  and  judged  to 
be  permanent. 


-  the  claimant  agrees  to  release  information 
from  the  Federal  Internal  Revenue  Service  and 
the  State  Department  of  Revenue  concerning 
annual  income. 

Once  a  person  is  approved  for  a  disability  retirement  the 

person  is  eligible  to  receive: 

-  a  yearly  amount  of  annuity. 

-  a  yearly  amount  of  pension  equal  to  72%  of  the 
annual  rate  of  regular  compensation  for  the 
preceeding  twelve  month  period. 

-  an  additional  $312.00  for  an  unmarried  child 
under  the  age  of  18,  a  child  who  is  handicapped, 
or  a  full-time  student  who  is  21  years  or  younger. 

PUBLIC  EMPLOYEE  RETIREMENT  ADMINISTRATION 

The  Public  Employee  Retirement  Administration  (PERA)  was 
created  by  Chapter  630  of  the  Acts  and  Resolves  of  1982.  PERA 
was  given  the  responsibility  to  oversee  the  various  retirement 
systems  in  the  Commonwealth.  Prior  to  this  law  state  employee 
benefits  were  administered  by  the  Division  of  Insurance.  State 
officials  hoped  that  accidental  disability  claims  would  decrease 
if  rules  and  regulations  were  promulgated  that  created  a  central 
agency  to  review  all  applications. 

The  new  law  made  several  changes  in  the  way  accidental 

disability  retirements  are  awarded.   These  are: 

1.   Section  17,  establishing  a  three 
member  medical  examination  panel. 
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2.  Section  19,  initiating  procedures 
for  re-examining  disabled  workers. 

3.  Section  25,  allowing  the  Agency  to 
review  all  disability  claims. 

In  addition,  PERA  is  required  to  conduct  an  audit  of  each  retirement 

board  at  least  once  every  three  years.   It  is  also  responsible 

for  developing  voluntary  physical  fitness  and  pre-retirement 

counselling  programs,  rehabilitation  services,  and  designing 

an  information  bank  to  collect  retirement  data. 12 

On  April  2,  1984  PERA  released  the  results  of  their  first 

year  of  operation.   Figures  show  a  decrease  in  the  number  of 

disability  retirements  that  were  awarded  between  1982  and  1983 

(See  Table  IV).   According  to  its  Press  Release,  accidental 

disability  retirements  peaked  in  1981  when  1,149  individuals 

received  this  type  of  award.   That  number  dropped  to  815  in 

1982.   Further  decreases  were  noted  in  1983  when  the  number 

of  awards  were  reduced  to  544,  a  33%  difference.   This  decline 

was  attributed  to  the  new  provisions  of  Chapter  630.   During 

this  period,  108  applications  were  rejected  that  had  been  previously 

approved  by  a  retirement  board.   These  reductions  are  expected 

to  save  the  State  millions  of  dollars  in  benefit  payments. 13 


12Senate  Ways  and  Means.   Senate  No.  2100,  June,  1983 
p.  9-5. 

13"McGlynn  Reports  Sharp  Decline  in  Disability  Pensions." 
Press  Release,  Division  of  Public  Employee  Retirement 
Administration,  April  2,  1984,  p.  1. 
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Although  changes  were  made  in  the  State's  accidental  disability 
law  many  feel  that  there  still  remains  certain  incentives  to 
turn  an  injury  into  a  tax  free  retirement.  To  curb  these  abuses, 
several  proposals  have  been  made.   These  recommendations  include: 

1.  Changing  the  philosophy  of  the  retirement 
system  to  recognize  the  temporary  and 
partial  nature  of  an  injury. 

2.  Awarding  partial  retirement  payments 
instead  of  full  pensions. 

3.  Establishing  vocational  rehabilitation 
programs  to  retrain  disabled  workers. 

4.  Developing  Preventive  Health  Programs 
for  public  employees. 
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PREVENTIVE   HEALTH 

Health  has  traditionally  been  defined  as  the  absence  of 
disease  or  injury.  In  recent  years,  however,  the  medical  community 
has  started  to  examine  non-medical  matters  as  a  source  of  illness. 
These  factors,  called  health  risks,  are  associated  with  contemporary 
lifestyles  and  include  smoking,  fat  intake,  high  blood  pressure, 
obesity,   heavy  drinking,   drug  abuse,    and   sedentary  working   patterns. 

In  1979,  nearly  70%  of  all  deaths  in  the  United  States 
could  be  attributed  to  one  of  these  f actors. ^4  Preventive  medicine 
attempts  to  modify  the  way  a  person's  lives  to  minimize  health 
risks,  thereby  reducing  the  chances  of  suffering  a  debilitating 
illness  or  injury.  Many  of  these  programs  prescribe  certain 
changes  in  diet  and  encourage  exercise  to  lose  weight.  Counselling 
is  usually  available  for  stress  management,  cigarette  smoking, 
alcoholism  and   drug   consumption. 

The  Massachusetts  Department  of  Public  Health  has  established 
a  voluntary  health  education,  risk  assessment  and  disease  prevention 
program  for  twenty  state  agencies.  It  is  called  "Lifestyle" 
and  incorporates  many  preventive  medicine  techniques.  After 
enrolling  in  the  program  a  person  is  given  a  medical  checkup 
to  determine  cardiovascular  problems  or  other  types  of  diseases. 
Next  they  are  asked  to  answer  a  questionaire  on  their  life  activities 
and  health  habits.  The  results  of  the  physical  and  survey  are 
used   to  make   a   computerized   profile   of    the    individual's   "appraised 


l4Marc   Leepson.       "Staying   Healthy,"    Editorial    Research   Reports, 
Vol.    11,    No.    8,    1983,    p.    636. 
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age,"  that  is,  the  life  expectancy  a  subject  should  achieve 
based  on  the  data  of  the  two  tests. 

A  persons 's  own  age  is  then  compared  with  the  "appraised 
age".  The  comparison  then  shows  an  "achievable  age"  that  becomes 
the  goal  of  each  participant.  To  date,  the  effectiveness  of 
the  program  has  not  been  fully  documented.  Preliminary  studies 
indicated  statistically  significent  changes  in  two  areas.  High 
density  lipoproteins  in  the  blood,  considered  the  most  accurate 
indicator  of  cardiovascular  disease,  and  cholesterol  levels 
decreased  as  well  as  improvements  in  "appraised  age". 15 
1984  LEGISLATION 

Legislation  that  was  filed  for  the  1984  session  embody 
many  of  the  previously  recommended  changes.  The  following  is 
a  compilation  of  state  retirement  bills  that  are  currently  pending 
before  the  Massachusetts  Legislature. 


BILL  NO. 


S  1471 


H  208 


H  930 


DISABILITY  RETIREMENT 

Legislation  relative  to  injuries 
sustained  by  persons  while  in  the 
employ  of  the  Commonwealth. 

Recommendations  of  the  Dept.  of 
Public  Welfare  as  relates  to 
regulating  the  payment  of 
compensation  to  employees  of 
said  department  injured  in  the 
performance  of  their  duties. 

Legislation  to  further  regulate 
certain  disability  retirements 
of  public  employees. 


STATUS 

5/2/84,  Reported 
favorably 
by  committee. 

5/2/84,  Will 
accompany 
S   1471. 


5/7/84,  Accarpanied 
H   5745. 


^Controlling  Health  Care  Costs;   Crisis  in  Employee  Benefits. 
"Massachusetts:  Consolidation  Brings  Clout."   Washington,  D.C.: 
Bureau  of  National  Affairs,  Inc.,  p.  90. 


22 


H  2198 


H  2215 


H  2216 


H  2218 


H  2219 


H  2612 


Legislation  to  improve  the 
documentations  of  earnings  by 
persons  retired  for  disability. 

Legislation  to  prohibit  state  and 
county  employees  from  receiving  more 
than  fifty-two  weeks  of  disability 
compensation  annually. 

Legislation  to  prohibit  municipal 
employees  from  receiving  more 
than  fifty-two  weeks  of  disability 
compensation  annually. 

Petition  relative  to  compensation 
granted  for  leaves  of  absence  due 
to  injuries. 

Legislation  to  improve  the  documenta- 
tion of  earnings  by  persons  retired 
for  disability. 

Legislation  to  further  regulate  the 
filing  by  public  employees  of 
accidental  disability  retirement 
claims . 


3/26/84,  Ought 
NOT  to  pass. 
Report  accepted. 

5/7/84,  Accompanied 
H  5745. 


5/7/84,  Accompanied 
H  5745. 


5/7/84,  Acocmpanied 
H  5745. 


3/6/84,  Ought 
NOT  to  Pass. 
Report  accepted. 

5/7/84,  Acocmpanied 
H   5745. 


H  2618 


H  3354 


H  3361 


H  3362 


H  4084 


Legislation  to  disqualify  persons 
receiving  accidental  disability 
pensions  from  eligibility  for 
unemployment  compensation. 

Petition  relative  to  establishing 
method  for  the  legal  survivors  of 
an  unexamined  deceased  member  to  be 
considered  eligible  for  ordinary 
disability  benefits. 

Petition  relative  to  increasing  the 
limitations  on  the  earnings 
of  certain  persons  who  are  retired 
for  disability. 

Petition  relative  to  the  earnings 
of  persons  who  are  retired  for 
reasons  of  disability. 

Legislation  to  establish  a 
disability  income  protection  plan 
for  public  employees. 


5/7/84,  Acocmpanied 
H   5745. 


5/7/84,  Acocmpanied 
H    5745. 


5/7/84,  Acocmpanied 
H   5745. 


5/7/84,  Acocmpanied 
H   5745. 


5/7/84,  Acocmpanied 
H    5745. 
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H  4085 


H  4938 


Legislation  to  establish  a  new 
retirement  system  for  public 
employees. 

Petition  relative  to  the  official 
record  of  an  injury  in  accidental 
disability  retirement  cases. 

PUBLIC  SAFETY  OFFICERS 


5/7/84,  Accompanied 
H  5745. 


5/7/84,  Accompanied 
H  5745. 


S  1495 


H  568 


H  1302 


H  2016 


H  2614 


H  2619 


H  4937 


Legislation  to  give  hiring  preference 
for  sons  and  daughters  of  police 
officers  who  have  been  retired 
beause  of  injuries  received  in  the 
performance  of  duty. 

Legislation  to  increase  the  survivor 
benefits  of  widows  of  retired 
disabled  police  officers  and 
firefighters. 

Petition  relative  to  retirement 
benefits  of  police  officers  and 
firefighters  injured  in  the 
line  of  duty. 

Petition  relative  to  the  establish- 
ment of  a  retirement  system  for 
police  officers  and  firefighters. 

Legislation  to  regulate  compensation 
for  police  officers  and  firefighters 
injured  in  the  line  of  duty. 

Legislation  to  prohibit  injury 
leave  for  police  officers  and 
firefighters  who  are  capable  of 
preforming  certain  duties  on  part 
time  basis. 

Petition  relative  to  leave  with 
pay  for  certain  incapacitated 
police  officers  and  firefighters. 


5/3/84,  Accompanied 
H   5735. 


5/2/84,  Reported 
by  Commi  ttee , 
will  accompany 
a   new  draft. 

5/7/84,  Accompanied 
H   5745. 


5/7/84,  Accompanied 
H   5745. 


5/7/84,  Accompanied 
H   5745. 


5/7/84,  Accompanied 
H   5745. 


5/7/84,  Accompanied 
H   5745. 


SPECIAL  COMMISSIONS 


H  5083 


Investigation  by  a  Special  Commission 
including  members  of  the  General 
Court  relative  to  the  disability 
retirement  system  of  the  Commonwealth 


5/7/84,  Accompanied 
H   5745. 
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PARTIAL  DISABILITIES 


H  738 


H  2017 


H  2018 


Legislation  to  provide  for  partial 
and  permanent  disability  pension 
benefits. 

Legislation  to  allow  incapacitated 
police  officers  and  firefighters 
to  perform  specified  types  of  light, 
limited  or  restricted  duty. 

Legislation  to  provide  light  duty 
for  persons  partially  disabled 
by  accidents. 


5/7/84,  Accompanied 
H    5745. 


5/7/84,  Accompanied 
H    5745. 


5/7/84,  Accompanied 
H    5745. 


H  1836 


H  4079 


UNFUNDED  LIABILITY 

Legislation  to  provide  for  an  annual 
report  of  the  unfunded  liability  of 
Retirement  Systems. 

Legislation  to  permit  excess  invest- 
ment income  to  be  transferred  to  meet 
unfunded  pension  liability. 

HEART  AND  LUNG  LAW 


5/7/84,  Acocmpanied 
H  5745. 


5/7/84,  Accompanied 
H  5745. 


S  1496 

H  739 
H  754 


H  1297 


H  1473 


H  2975 


Legislation  relative  to  the 
disability  of  police  oficers  under 
the  "heart  law",  so  called. 

Legislation  to  place  teachers  under 
the  "heart  law",  so  called. 

Petition  that  certain  county 
employees  be  included  under  the 
"heart  law",  so  called. 

Petition  that  certain  employees  of 
municipal  gas  and  electric  plants 
be  placed  under  the  "heart  law", 
so  called. 

Petition  that  campus  police  officers 
employed  by  public  higher  education 
system  of  the  Commonwealth  be  included 
under  the  "heart  law",  so  called. 

Legislation  to  clarify  the  status 
of  heart  and  lung  diseases  under 
the  indemnification  law. 


5/7/84,  Accompanied 
H   5745. 


5/7/84,  Accompanied 
H    5745. 

5/7/84,  Accompanied 
H    5745. 


5/7/84,  Acocmpanied 
H    5745. 


5/7/84,  Accompanied 
H   5745. 


5/7/84,  Accompanied 
H    5745. 
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H  2978 


H  2980 


H  4931 


Petition  that  certain  diseases 
resulting  in  disability  or  death 
to  firefighter,  police  officers  and 
certain  other  public  officers  be 
presumed  to  have  been  suffered 
in  the  line  of  duty  under  the 
accidental  disability  retirement  law, 

Petition  that  certain  injuries  to 
police  officers  or  firefighters  be 
presumed  to  have  been  suffered  in 
the  line  of  duty. 

Legislation  to  include  firefighters 
employed  at  Logan  Airport  under  the 
provisions  of  the  "Lung  Law",  so 
called. 


5/7/84,  Accarpanied 
H   5745. 


5/7/84,  Accarpanied 
H    5745. 


5/7/84,  Accarpanied 
H   5745. 


The  Committee  on  Public  Service  reported  on  the  legislation 
that  was  filed  for  the  1984  session.  From  this  list  of  bills,  two 
new  ones,  an  Order  and  Resolve,  were  reported  favorably  by  the  Committee 
and  referred  to  the  Committee  on  Joint  Rules.   They  are: 


H  5735 


A  Resolve  increasing  the  scope  of  the 
Special  Commission  established  to  make 
an  investigation  and  study  relative  to 
the  Civil  Service  Law  and  various  other 
merit  systems  of  the  Commonwealth  and 
its  subdivisions. 


5/3/8 
Resolve 
reported 
favorably. 


H  5745 


An  Order  relative  to  reviving  the 
continuing  of  a  joint  special 
committee  established  to  make  an 
investigation  and  study  of  the  public 
employee  contributory  laws. 


5/7/84 
Order 
reported 
favorably. 


SOURCE:   Bulletin  of  Committee  Work  for  the  Committee  on  Public  Service 
February  6,  1984. 
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FEDERAL  LEG I SALT I ON 

In  1974  Congress  enacted  legislation  governing  private  retirement 
plans.  The  new  law,  entitled  the  Employee  Retirement  Income  Security 
Act  (ERISA),  was  designed  to  insure  that  employees  receive  the  benefits 
that  they  paid  for  in  the  event  their  employer  goes  out  of  business. 
Under  the  provisions  of  the  Act,  these  systems  are  responsible  to 
follow  guidelines  when  investing  money  and  funding  costs  as  they 
are  incurred  to  reduce  any  unfunded  liability.  A  Federal  agency 
was  also  established  to  provide  assistance  to  workers  of  companies 
that  declare  bankruptcy. 

At  the  time  this  statute  was  passed,  Congress  intentionally 
excluded  public  retirement  sytems.  However,  Section  3301  of  ERISA 
required  Congress  to  establish  a  joint  task  force  to  study  state 
and  local  retirement  policies.  After  reviewing  their  data  they  concluded 
that  State  laws  were  not  providing  adequate  or  uniform  protection 
of  public  retirement  boards. 16 

On  November  10,  1981  legislation  was  filed  that  would  impose 
federal  regulations  on  public  employee  retirement  systems.  H.R.  4  9  28 
and  S.  2105,  better  known  as  the  Public  Employee  Pension  Plan  Reporting 
and  Accounting  Acts  of  1982  (PEPPRAA),  proposed  specific  standards 
and  guidelines  for  state  and  local  retirement  officials  when  investing 
and  managing  retirement  fund  assets. 

Recently  two  bills  were  filed  in  the  House  of  Representatives 


l^Ray  Schmitt.  Public  Pension  Plans.  Is  Federal  Legislation  Necessary? 
Washington,  D.C. :  Congressional  Research  Service,  Nov.  16,  1983, 
p.  1. 
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that  would  impose  federal  standards  on  public  employee  retirement 
systems.   They  are: 


NUMBER 


H  5143 


H  5144 


TITLE 

Legislation  to  provide  reporting, 
disclosure,  and  fiduciary  standards 
for  state  and  local  public  employee 
retirement  systems. 

Legislation  to  provide  reporting, 
disclosure,  and  fiduciary  standards 
for  state  and  local  public  employee 
retirement  systems  and  to  amend  the 
Internal  Revenue  Code  of  1954. 


STATUS 

3/15/84,  Referred 
to  the  committee 
on  Educa t  i  on 
and   Labor. 

3/15/84,  Referred 
to  the  Committee 
on  Educa  t  i  on 
and   Labor. 


SOURCE:      Congressional    Index:       98th   Congress,    1983-1984. 

Chicago:      Commerce   Clearinghouse,    Inc.,    Vol.    1,    1984. 


STATE   SURVEY 

In  April,  1984  the  Legislative  Service  Bureau  conducted  a  telephone 
survey  of  twenty-five  selected  states.  A  comparable  Public  Employee 
Retirement  Agency  was  asked  to  respond  to  the  questions  previously 
mentioned    in   the  Methodology   Section. 

At  the  time  this  Profile  Brief  was  published  six  states  responded 
that  they  had  implemented  some  type  of  pre-examination,  re-examination 
or  partial  disability  provision.  Two  indicated  that  disability  retirement 
benefits  were  administered  by  private  insurance  companies.  Five 
other  answered  that  they  had  established  preventive  medicine  programs. 
One  specified  that  a  special  legislative  commission  had  convened 
to  study  several  of  these  recommendations.  In  total,  thirteen  states 
implied  that  they  had  implemented  at  least  one  of  the  questions  asked 
by   the   survey. 
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Based  on  the  response  to  the  survey,  state  accidental  retirement 
laws  have  received  national  attention  from  public  officials.  The 
responding  sample  represents  50%  of  the  states  in  the  country.  Out 
of  this  number,  52%  responded  that  their  law  contained  a  provision 
or  program  that  were  recommended  to  improve  the  Massachusetts  law. 
If  these  figures  are  representative  of  the  nation  as  a  whole,  more 
than  half  the  states  have  made  certain  changes  to  reduce  their  disability 
benefit  payments. 
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CONCLUSION 

The  Massachusetts  Retirement  System  remains  in  serious 
financial  trouble.  Laws  that  were  passed  have  failed  to  reduce 
the  state's  unfunded  liability.  Instead  this  amount  has  steadily 
increased  and  will  cost  the  state  millions  of  dollars  in  the 
future. 

However,  many  believe  that  a  substantial  amount  of  money 
could  be  saved  if  the  state  made  certain  modifications  in  their 
accidental  retirement  law.  Several  other  state  Legislatures 
have  already  adopted  some  of  these  changes.  Massachusetts  committed 
itself  when  it  enacted  Chapter  630.  PERA  is  currently  studying 
the  effects  of  implementing  the  provisions  asked  in  the  survey. 

It  is  conceivalbe  that  the  state  oculd  save  itself  a  consid- 
erable amount  of  money  if  it  did  implement  these  provisions. 
For  example,  partial  disability  payments  could  cut  in  half  the 
amount  that  is  awarded  to  a  system  that  recognizes  a  full  and 
total  disability.  In  fact,  if  Massachusetts  were  to  implement 
these  recomendations ,  it  could  become  the  model  of  innovation 
rather  than  the  model  of  what  is  wrong  with  a  retirement  system. 
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